
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF THE BLUE GRASS RURAL ) 
ELECTRIC COOPERATIVE CORPORATION FOR 1 
CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY TO EXECUTE ITS NOTE TO THE ) 
UNITED STATES OF AMERICA IN THE AMOUNT ) CASE NO. 89-031 
OF $3,857,000 AND TO EXECUTE ITS NOTE ) 
TO NATIONAL RURAL UTILITIES COOPERATIVE ) 
FINANCE CORPORATION IN THE AMOUNT OF ) 
$1,740,000 AND EXECUTION OF A RESTATED ) 
MORTGAGE AND SECURITY 1 

O R D E R  

Blue Grass Rural Electric Cooperative Corporation ("Blue 

Grass RECC") filed its application on February 9, 1989 for a 

Certificate of Public Convenience and Necessity to construct 

certain improvements and additions to its existing plant and for 

an approval to borrow funds and to execute its note to secure such 

loan. 

In support of its application, Blue Grass RECC filed its 

1988-1989 Work Plan, which describes in detail the improvements 

and additions to plant that are required over the next 2 years to 

serve its load. These improvements and additions are estimated to 

cost $5,542,080 and will be financed by loans of $3,857,000 from 

the Rural Electrification Administration ("REA") and of $1,740,000 

from the National Rural Utilities Cooperative Finance Corporation 

("CFC") . 



Blue Grass RECC s e e k s  a u t h o r i z a t i o n  t o  construct  e x t e n s i o n s  

and a d d i t i o n s  t o  its p l a n t  a s  f o l l o w s :  

1. New C o n s t r u c t i o n  $1 ,941 ,  500 

2. L i n e  C o n v e r s i o n s  2,217,130 

3. Misc. D i s t r i b u t i o n  Equipment 11 3401 900 

4. S e c u r i t y  L i g h t s  42,550 

TOTAL $5,542,080 

The sys t em improvements  recommended i n  t h i s  Work P lan  w i l l  

n o t  d u p l i c a t e  e x i s t i n g  f a c i l i t i e s  and are needed t o  p r o v i d e  

a d e q u a t e  and  dependab le  e lec t r ic  service to e x i s t i n g  and e x p e c t e d  

cus tomers .  

F I N D I N G S  AND ORDERS 

The Commission, a f t e r  c o n s i d e r a t i o n  o f  t h e  a p p l i c a t i o n  and 

a l l  e v i d e n c e  o f  r e c o r d  and b e i n g  a d v i s e d ,  i s  of t h e  o p i n i o n  and 

f i n d s  t h a t :  

1. P u b l i c  c o n v e n i e n c e  and  n e c e s s i t y  require t h e  construc- 

t i o n  by Blue  Grass  RECC of t h e  improvements and  a d d i t i o n s  t o  its 

e x i s t i n g  p l a n t  as  d e s c r i b e d  i n  i ts 1988-1989 Work P l a n  and t h a t  a 

cer t i f ica te  s h o u l d  be g r a n t e d .  

2. The proposed  l o a n  f rom CFC is f o r  l a w f u l  o b j e c t s  w i t h i n  

t h e  c o r p o r a t e  p u r p o s e s  of  B l u e  Grass RECC, is n e c e s s a r y  and appro -  

p r i a t e  f o r  and c o n s i s t e n t  w i t h  t h e  p r o p e r  pe r fo rmance  by Blue  

Grass RECC o f  its s e r v i c e  t o  t h e  p u b l i c ,  and  w i l l  n o t  impa i r  its 

a b i l i t y  t o  per form t h a t  service.  

3. Blue  Grass RECC i s  c a p a b l e  o f  e x e c u t i n g  i t s  notes as 

s e c u r i t y  for  t h e  loan a s  s t a t e d  h e r e i n .  
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4. Blue  Grass RECC s h o u l d  u t i l i z e  t h e  i n t e r e s t  r a te  program 

which w i l l  r e s u l t  i n  t h e  n e t  lowest cost  of money t o  B l u e  Grass 

RECC o v e r  t h e  term of  t h e  f i n a n c i n g .  

5. B lue  Grass RECC s h o u l d  n o t i f y  t h e  Commission o f  t h e  

i n t e r e s t  r a t e  o p t i o n  s e l e c t e d  f o r  f i n a n c i n g  approved  h e r e i n  a l o n g  

w i t h  a statement a s  t o  t h e  b a s i s  f o r  t h e  d e c i s i o n .  

6. The p r o c e e d s  from t h e  p roposed  l o a n s  s h o u l d  be  used  o n l y  

f o r  t h e  l a w f u l  p u r p o s e s  se t  o u t  i n  B l u e  Grass R E C C ' s  a p p l i c a t i o n  

and  r e c o r d .  

7. Blue Grass RECC s h o u l d  f i l e ,  along w i t h  its month ly  

f i n a n c i a l  r e p o r t  t o  t h e  Commiss ion ,  t h e  current  interest  rate on 

its o u t s t a n d i n g  v a r i a b l e  rate loans.  

8. As t h e  issuance o f  securi t ies  or e v i d e n c e s  o f  i n d e b t e d -  

n e s s  s u b j e c t  t o  t h e  control o f  a federal governmenta l  agency  d o  

n o t  r e q u i r e  Commission a p p r o v a l ,  KRS 278 .300(10) ,  and  a s  t h e  REA 

is an agency o f  t h e  f e d e r a l  government ,  no ac t ion  o n  B l u e  Grass 

RECC's  p roposed  loans from t h e  REA i s  r e q u i r e d .  

I T  I S  THEREFORE ORDERED t h a t :  

1. B l u e  Grass RECC be  and it h e r e b y  is g r a n t e d  a C e r t i f i -  

cate of  P u b l i c  Convenience  and N e c e s s i t y  t o  proceed  w i t h  t h e  

c o n s t r u c t i o n  and a d d i t i o n s  a s  set  f o r t h  i n  its 1988-1989 Work 

Plan .  

2. Blue  Grass RECC be and it h e r e b y  is a u t h o r i z e d  to  borrow 

$1,740,000 from CFC for a 35-year p e r i o d  and b e a r i n g  e i t h e r  a 

f i x e d  or v a r i a b l e  i n t e r e s t  ra te ,  a s  c h o s e n  by B l u e  Grass RECC, a t  

t h e  time t h e  f i r s t  mon ies  are drawn from CFC, s u b j e c t  to  t h e  
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p r o v i s i o n s  and  terms of t h e  a p p l i c a t i o n  w i t h  respect to r e n e g o t i a -  

t i o n  of t h e  i n t e r e s t  rate.  

3. B lue  Grass RECC be and it h e r e b y  is a u t h o r i z e d  t o  exe- 

c u t e  its n o t e s  as s e c u r i t y  for  t h e  l o a n  h e r e i n  a u t h o r i z e d .  

4.  Blue  Grass RECC s h a l l  comply w i t h  a l l  m a t t e r s  set o u t  i n  

F i n d i n g s  4 t h r o u g h  7 as i f  t h e y  were i n d i v i d u a l l y  so Ordered. 

Nothing c o n t a i n e d  h e r e i n  s h a l l  be deemed a w a r r a n t y  o r  f i n d -  

i n g  of v a l u e  of s e c u r i t i e s  or f i n a n c i n g  a u t h o r i z e d  h e r e i n  on t h e  

p a r t  of t h e  Commonwealth o f  Kentucky or a n y  agency  t h e r e o f .  

Done a t  F r a n k f o r t ,  Kentucky, t h i s  29th day of March, 1989. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Execu t ive  Director 


